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BY IIAND

Ms. Donna R. Searcy
Secretary
Federal Communications Commission
1919 M Street, N. W.
Washington, D. C. 20554 /

Re: MM Docket No. 92-26~
r

Dear Ms. Searcy:

The enclosed written communication was made this date to the
Offices of Commissioners Quello, Duggan and Barrett and to the
Offices of the Mass Media Bureau and Office of Plans and Policy.
Kindly associate this correspondence and its enclosures (which
are being provided to you in duplicate) in the Docket file.

Very truly yours,

Enclosure

~.~
Meyers
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John C. Hollar, Esq.
Legal Advisor
Office of Commissioner Duggan
Federal Communications Commission
Room 832, stop Code: 0104
1919 M street, N.W.
Washington, D.C. 20554

Re: Docket No. 92-266
Encore Media corporation

Dear John:

Enclosed is a letter that John Sie asked me to deliver to
you. If you have any questions, please let us know.

truly yours,

"'AII/'~" 5.~
s E. Meyers
sel for

ORE Media corporation

Enclosure

cc: Mr. Robert Corn-Revere (w/enclosure) (by hand)
Mr. Robert Branson (w/enclosure) (by hand)
Mr. William H. Johnson (w/enclosure) (by hand)
Mr. Robert M. Pepper (w/enclosure) (by hand)
Ms. Florence setzer (wjenclosure) (by hand)

JEM/fb\26108\Hollar3.ltr
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March 22, 1993

Jobn c. Rollar, Esq.
LaCjJal Advisor
Office of commissioner Duggan
Federal Communications Commission
Room 832, stop Code: O~04

1919 K Street, N.W. .
Washinqton, DC 20554

Re: Docket No. 9~-266

Dear John:

MAR 22 1993

FEDERAl.ca.wuNICATlCWS~
John J(8Ea:THe SECRETARY
a.irrnan
ChIef Exscutiw Officer

I
We really appreci~ted your and the commissioner's ttae and

inter_t in our concern that a .trictly co_o<1ity approach to
benchmark per channel rates would be counter to tbe oonqre••ional
intent of unbundlinq and more conllumer choice. We al.o appreoiate
and share any conoerniS the Co_i.8ion has about how it could
address the problem without CjJetting involvee! with the content
issue. We have a ~ecommendation that satisfies legislative
interest, addreIlS•• ENCORE's concern and without qattinq near to
the i.aue of content requlation.

Pursuant to the Cable Act of 1992, the cable indu.try is
moving toward creatinq:Hbite-size" tiera which introduce••everal
newly launched cable .ervices together with a "locomotive" service
such as ENCORE Csee attached article Cable World 3/15/93). Tbese
tiers offer 4-6 channels with a moderate retail price between $2.95
to $4.95.

The need for "locomotive" service C.) is to provide "18qs" to
increase consumer acc,ptance ot the tier anc! to penit newer
programminq service8 a chance to develop and grow. Thi. ia fully
in compliance witb tlhe Conqre••ional intent of the Act to
unbundlinq and more consumer choice as well as to continue to
toster the growth of the u.s. programming community, • national
a.set. I

ENCORE, a premium iservice, i. not advertising- aupPOrted. We
are much more expensive than cable programming .ervice. that are
both advertiainq and license-te. supported. We believe that most
ot the new prograa serVioes to be launched after the Act, will 'be:
niche oriented; non-aclvertisinc; supported; hiqh quality; and have
a cost .tructure betwe.n "basic" and "maxi-pay" services like BBO
and Showtime. They will be used by cable operators ••
"locomotives" for more tiers, as the industry moves to a fully a la
carte world.

. o.nv.Office
4700 South SvrCtcu.. Perkw.~Suite 1000. Denver, CO 80237

(303) 771-7700. FAX (303) 741·3067
I .
I An EQU~ Of)DOf't(mity Emtlloyltr
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A pure commodity ~pproach av.raq.~ all of the existing cable
prograuinq s.rvice. tcjqethar, inOlw:lin~ low co.t service. such a.
The Weather Channel, Ifostalgia, VISN/ACTS, etc. rhi. would he
devastatin9 to BRCORE _ince it will preclude oele operators fro-.
creatinq succe.sful -bite-size" tiers. T.be real cost of
"locomotive" service. would far exeee4 'the comaodity benchaark.

We fUlly support the current FCC and cable industry's th1nkinq
of usinq a benchmark "per channel" scenario to make it .imple and
broadly applicable to .11 systems. We therefore recommend that,
for channels Which 40 not. carry advertiaing 11k. BNCOD, •
mUltiplier between 2.!5. to 3. 0 be applied to the benchmark. Wa
derive the multiple from the followinqlogic:

According to Kagan'. Newsletter ~lysis, the top 10 ba.ic
cabl. networks derive their revenues on a 60/40 baai., i.e.,
60% from national ladvertisinq and '40t from license fees paid
by cable operators. Thus without' advertising revenu•• , the
lioense fe•• would: have to be inere••ad. 2.5 tim.s to equal the
aame revenues for the.e aervic... In addition, because of the
hlqher cost to aCquire hiqh quality programminq, we added
another 0.5. .

By usinq such a imultlpl., 1:11. "gulations would actually
encouraqe the developm.nt of cable proqramminq service. with no
advertisinq, thereby ~ot eroding the :only revenue base ot the
broadcaster.. This would help in restoring the balance for the
broadcasting induatry that the Act sought to aohieve.

Furthermore, the Act specifically provide., UlODq fact.ors used
in e.tablishinq the criteria of whether cable programminq a.rvic.
rates are unreasonabla" that the absence ot advertisinCJ revenues by
the cable operators and the proqrammiDq service (Which go hand-in­
hand) are considerations which warrant a hi9her benchmark than
those proqramminq .ervices which carry a4verti.inq.

Aqain, thank you very much tor listlininq to us. We appreciate
any help that you can give us to a.sure that the desire of ENCORE
to add diveraity t.o 'the'public be not prematurely dashed by a l»road
st.roke of the pee regulatory pen.

I .

cc: Jlto. Robert Corn-R.vere
:Nr. Robert Bransoll
Hr. willi.. H. Johnson
Mr. Robert M. P.~er
MS. Florenoe setz~r
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MARKETING

$2.95 and Includ•• the aystem'. newly
Jaut'Ched terYiceI: EDCOl'I, CartGoQ Ncs­
work. SQ.P1 Cb.aIelInd CourtTeIeviIitJD.

After the tier had MID Iftllabl. tor
two day., Charleboil said Inland had
"many people cal1lq up and MIdas for
the 'Encore PIICk:Iae.' "

Rup laid the tier hal helped drive
.... even tbouIh he'd Dke to ...b1i­
p!' cUltomer buy-in rat.: "W. have a
wiele raoae of demolflPhics here. from
af1lueI1t CUI1X>metS tn \WY depreBBed IJ'o
eal. We've tried to appeal to everyone
and dertngbelpt.•

So fir. the IIYItem baa only arbted
the tier door to door, but plans to broade:D
lte ealet ettort. wheD the rebuDd II doae.
However, he'. Dot expeeTina to add bia
numbers in an economy tharlldll101t.

ChuieboJI~ Eneore to bit. so- '
percent penetration rate by y...... end.
even tboueh Attleboro Ie II'IPDIIIur with
the ume economic problem. North
Adams iI. Sdl1, he IIid. the 8YItem WIIItB
to capltaUle on the fIc:t that fq cutomen
Uke the Idea of~ tor om, 1f'1W they
wut to war.ch.

-when we ltarted the tiers, we did
two quetdoUliret akiaa them wbet:he!'
they supporIIld the id. of IePIfIf8 tiers,­
he AieL "We bacl COIlIIldered addIDr tbeIe
network, (Encore. CartoOD. Court TV
and tiFt CbIzmel) to the 820.25 riel' IJld
r1iIe ratea.

-But we received au overwhe1m1Dg
~ to the Idea of8Dother k.-

Bv K.C. NEIL

Encare - which was launched In
1991 .. the "rtue- that would hold
pq 'IV PICbIes together - is tak·

iq IDOther iJdt In the~
era: bilk: c:abIe ders.

"We thiDk the man is best suited ilr
.... and we QID l*p opIl1ltorI wtth new
Iotf9IceI and help dme .... For thole

people who are... to add DeW eervtce..
tbey1l probabJ1 do it; In den," Mid vice
pretidentollDllbdDlW'arrtID1ADer.

Cue In point: InJand Cable Commnni­
cstiOllll in Aa1eboro. MIa. beam Man:b
1 to leD a 1'ouN1etwork tier that IDcl1lcla
&core for 82.95. In two da1s. the tier bad.
a IO.S-percent penetration rate, thaalu
1artelf to Encote's appeaL accordlDg to
Donald Charlebois. the tate. matketiq
DWlqel' at the Cootlnental-oWlled IYI-'
tem which COUDtI12,800 customerI.

"Encore is defiD1tely the IDldn~
of the tier," he IIId.

IJkewtee. 10 North AdamI, },fa....
Berkthlre Cabl.visioa - aD Adelphia
CollUltUllicadonlllfltelD - Is seJ1iq En­
core in a packap of 8ve other buic eer·
vices for $5.50 • mouth: the se1J.[n rate
.auds at 40 perctftt.

"'The anchor of out tier is Encore."
uld Ron Rup, the lIY8tIID'. reglonal ...
muqer. 'We ueed to have Diecowry in
the tier, but J2\098d it dowD to the tier •
low It lAd we needed .ometbiag that
would draW' people to tbie der. Encore
..... that draw."

Berkshire C.bleviaion offen three
den of..-vice:

• A broldcut basic package of 17 off.
I1r sip1s for S9.9S•

• An "economy buic" PICka&e of aD'
other 13 tatel1ite-deJivered networka, in­
elu_ The DIIc:ovwy CbIzme1lftd The
1.eatDlDr Channel:. plut the broadcat.q.
DIll fur 819.95•

• The "standard" tier ....hk:h offen ED­
core. VH-l, The Family ChanneL No_
iii Network. CountrY Mul!c TelevWon,
Bravo and E! EnterraimDellt T.1evition
for 85.50 a month. Customers subIcr1b­
Ing to the Stalldard tier also ree:etve • re­
mote c:oatrol and scc:eu to pay-per-~

Rup. nodq dtat Cieri~ beea in place

Tier-ful Surprise
Some operators say Enco1fe helping to drive program packages

~ his IJ*m wa rebuilt JIlt 1WDIDef.
taW BerblUre may Idd the ~Fl CbInDeI
to the E1lc:cn package 1Imrtia,...

Just under half the cUltomer. who
haVe been offered the standard tier have
_ it. aceordlna to lWp. 1be only mar-
keW effort hu been a door·tQ.door
~ campeip In areal th. have been
retiuilt and CIIl rec:elve the lier, be I4decL
--iO tar. about three-quarterl of Berk·

'lite', 13.500 eustom.en have been of.
fered the new' tier featul1q EDcore.

:Aero.. the state In Attleboro. Inland
Cable crated • four.tier sewp March 1.
~ bI'OIdcIat buic .-ckaIe - wbkh DO
on~ bas substrlbed to solely, ICCDI'diDa to
~Ie - bJc:Judes fiYe broIdca8t aer·
vic:ies, QVC. Home Shopping Netwvrk. a
loQDy produced news c:haanel1Dd IJlWUo.
~ and ~ool clwmel8 for S8 a month.
.oJ:.&.- rice
~ ...

,Full cable lernee is a SG-c:h.Dllel.
$18.40 Packaa'e that include- the broad­
<:aft b..lc eervlce, lOme BoltOn otf-air
ttl-tionl, The Fam.ily Channel. Nick·
elo.deon. Arts " Entel1llnmeat. Heaci1iM
News. CNBC, The Weather CbIDDel. 1"he
NishviDe Network and CSPAN eervtces.
unqothers.

'For $20.25.C\l~ receive the first
two tiers, plus another 10 sarellir,e.deUv·
~ networka. includiDl CNN, MTV IDd
New !niland News Channel

The lqt tier, whJch CODMImet8 aren't
reCiuirecl to buy tbrouIb to rec:elve, coa

..~.

.'(
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